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PERSPECTIVES 


USDA BUDGET CUTS OF $969 MILLION for fiscal 1988 and $1.497 billion for 
fiscal 1989 were included in the two major budget bilis signed into law 
by President Reagan on Dec. 22. The spending reductions affect many 
programs, including price-support payments to producers of major 
commodi ties. 


t—wi cuts led $33.4 billion for 1988 and $42.7 
billion for 1989. The Continuing Appropriation Resolution contains nearly 


$55 billion for USDA agencies and programs for the current fiscal year. 
The Budget Reconciliation Act contains most of the program modifications. 
Economists Tom Lederer and Susan Pollack of USDA's Economic Research 
Service have reviewed the laws as they pertain to agriculture. 


"The changes stayed within the framework and the spirit of the 1965 
farm bill,” Lederer says. "Congress resisted the pressures to make any 
substantive alterations in farm policy.” The two economists conclude, 
however, that “the program and commodity implications are significant, 
with changes in target prices, loan rates, and acreage diversion.” They 
add that the laws set the stage for more debate on such policy issues as 
soybean marketing loans and decoupling of farm program payments. 


Marketing loans for soybeans wil! be the subject of congressional 
hearings soon. This was part of a compromise on budget proposals to 
further review such a program, Lederer says. He notes also that the new 
law contains an optional 0-92 acreage reduction program for wheat and 
feed grains for 1988, 1989, and 1990. The 0-92 program would pay farmers 
92% of their support payments even if they planted no crops. 


Target prices for 1968 and 1989 crops are reduced, under the new 
policy, by |.4% from the levels set by the 1985 farm bill. The new target 


prices will include: wheat, $4.23 a bushel this year and $4.10 next year; 
feed grains, $2.93 a bushel this year and $2.84 next year; upland cotton, 
75.9 cents a pound this year and 73.4 next year; and rice, $11.15 a 
hundredweight this year and $10.80 next year. Loan rates have general ly 
been limited to a 3% decline from 1987 crop levels for 1988. For the 1989 
crop year, the current law applies with a 5% reduction limit. The 
Secretary of Agriculture, however, may use the "snap back” provision to 
reduce the basic loan rate by an additional 2% to maintain market 

competi tiveness. 


The Budget Reconciliation Act also requires the Commodity Credit 
Corporation to trim $230 million from expenditures on storage, 
transportation, and handling of CCC-owned commodities for the 1988 and 
1989 fiscal years. It tightens up regulations limiting the amount of farm 
program payments an individual farmer may receive. And it directs 
government agencies to encourage greater use of ethanol as a motor fuel. 


Not only budget cuts are included in the new laws. A few funding 
increases, and mandates, were approved in programs that Congress is 
seeking to emphasize or upgrade. These include export promotion, water 
quality, low-input farming, biotechnology, food safety, and human 
nutrition. 
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Agriculture’s Stake in the 
U.S.-Canadian Trade Pact 


mericans and Canadians may see 

farm products flowing more freely 
across the 3,000-mile commor: border if the 
proposed ‘‘free trade agreement” between 
the two nations becomes law. 


With the agreement, USDA analysts say, 
dramatic new opportunities may be created 
for particular products. Without it, trade 
growth is likely to be more modest because 
of barriers that have restricted commerce 
over many years. 


Signed last October by U.S. and Canadian 
trade officials—and awaiting ratification by 
the U.S. Congress and Canadian Parlia- 
ment—the agreement covers virtually the 
full range of trade flows, from manufac- 
tured goods and farm commodities to in- 
vestments and commercial services. 


Agriculture, in fact, accounted for just 3 
percent (almost $5 billion) of the total value 
of U.S.-Canadian trade in fiscal 1987. Even 
if farm machinery, fertilizers, and pesticides 
were included, agriculture’s share would 
be under 10 percent. 


That means the required ratification from 
the two nations’ legislative bodies almost 
certainly rests on broader factors than big- 
ger markets for agricultural exports, says 
economist Carol Goodloe of USDA’s 
Economic Research Service. 


To the agricultural community, however, 
that trade is vital. Canada is the third 
largest farm export market for the United 
States, and the United States is Canada’s 
largest. 


Bringing Down the Barriers 

The agreement would eliminate all tariff 
and many nontariff barriers to trade. Begin- 
ning January 1, 1989—assuming approval 
during 1988—the agreement will phase out 
tariffs within 10 years. 


In agriculture, the elimination of tariff and 
nontariff barriers is likely to boost fruit and 
vegetable sales on both sides. Fruit and 
vegetable exports already account for 
much of the value of U.S. farm exports to 
Canada. U.S. exports of wine, poultry and 
eggs, some grains, and high-value and 
processed products could also increase 





Canada bought 65 percent of 
its agricultural imports from 
the United States in 1970, but 
only 35 percent in 1986. 
EE AD BF LLL ATTIRE LEE RAAT 
with the removal or reduction of tariff and 
nontariff barriers. In terms of the U.S. 
market, larger imports of Canadian 
livestock, meat products, and cool-weather 
vegetables could result. 


Among the pact’s other critical changes for 
agriculture are the removal of Canada’s rail 
transportation subsidies for eligible prod- 
ucts moving through its western ports to 
U.S. markets, and exemptions on both 
sides from each other’s meat import laws. 
(Pork trade is excluded simply by the fact 
that it is not specifically mentioned in the 
agreement.) 


Moreover, the United States has agreed to 
limit the future use of import quotas on 
sugar products containing less than 10 per- 
cent sugar. Canada will remove its require- 





ment for grain import licenses for U.S. 
wheat, barley, oats (and products), if sub- 
sidy levels for these commodities are equal 
on each side of the border. Canada will 
aiso increase its global quotas for imports 
of poultry, eggs, and products, a move that 
will ensure U.S. access to the Canadian 
market, says Goodloe. 


Furthermore, the two countries will not im- 
pose any new quantity restrictions on grain 
and grain products from the other as long 
as support programs in each country do not 
change significant'y. Similarly, the coun- 
tries will not use direct export subsidies on 
products shipped to each other. 


In 1970, Canada bought about 65 percent 
of its agricultural imports from the United 
States, but that share had slipped to 35 
percent by the end of 1986. And during the 
1980's the agricultural trade balance has 
been steadily shifting in Canada’s favor. 
However, the U.S. is still ahead, selling 
some $2.7 billion to Canada in 1987 while 
buying about $2.2 billion in Canadian farm 
goods, Goodloe estimates. 


(a SiS RES SNE TE EET TES ST NN NE TE Re TT TTT, 
U.S. Agricultural Imports From Canada Are Catching Up 


With U.S. Exports to Canada 


$ billions 
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U.S. exports to Canada* 








U.S. imports from Canada 











Of T T T T T 
1975 76 77 78 79 80 


*Based on Canadian import data, converted into U.S. dollars. 


**Estimated by Economic Research Service. 
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“This trend is generally a reflection of the 
depreciation in Canada’s dollar against the 
U.S. dollar, making imports from Canada 
cheaper and U.S. exports more expensive 
to Canadians,” says Goodloe. “By creating 
a free trade climate, the agreement may 
certainly be a boon to particular products 
on both sides.”’ 


Debating the Tradeoffs 

Debate is expected to continue into spring 
on both sides of the border before the fate 
of the trade pact is finally determined. 


In Canada, concern seems to center on 
questions of national identity—the issue of 
“cultural sovereignty” —as well as specific 
industry interests, says Goodloe. Despite 
provisions of the trade agreement exempt- 
ing Canada’s cultural industries—such as 
film, television, and book publishing—from 
the trade zone rules, there are lingering 
doubts about doing business in a free trade 
environment with a nation that is ten times 
as populous. 


The particular concerns cited by the oppos- 
ing forces, including several trade unions 
and at least three of the premiers of 
Canada’s ten provinces, touch on what 
they see as the potential for lost jobs in the 
automotive industry, and the too-free ex- 
port of energy resources to the United 
States. 


On the American side, challenges may also 
come from the energy and red meat in- 
dustries, which would probably be faced 
with stronger competition. 


Meanwhile, supporters on both sides say 
the pact’s overall advantages will offset the 
possible disadvantages for individual sec- 
tors, stimulating each nation’s economy 
and eventually creating thousands of new 
jobs. 

Using words like “historic” and “‘far 
reaching”’ to describe the accord, many 
legislators and business leaders in Canada 
and the United States point to what they 
say are the prime benefits: creating the 
freest possible bilateral trade in energy; 
eliminating tariffs, embargoes, and duties 
that distort trade in automobiles; develop- 
ing an open investment climate; protecting 
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patents and copyrights; and lowering ‘‘buy 
national’ restrictions. 


If the pact works as its framers intend, it 
should also go a long way in dealing with 
agricultural trade frictions between the 
United States and Canada. At times, the 
friction has grown nettlesome enough to 
trigger retaliation, especially through the 
use of countervailing duties. 


Defined as tariffs imposed to offset the sub- 
sidies for foreinn farm products in order to 
protect domestic producers, countervailing 
duties were used by the United States on 
Canadian hog imports in 1985 and were 
followed in 1986 by Canada’s imposition 
of such duties on U.S. corn imports. These 
duties could remain in effect even under 
the free trade agreement, at least until each 
country decides that unfair subsidies are 
no longer being used to damage its 
domestic producers. 


However, these duties may come under 
review of a joint, binationai panel estab- 
lished under the trade agreement. Com- 
posed of U.S. and Canadian trade 
mediators, the panel is expected to deal 
with any disputes that may arise after the 
agreement is ratified. It may also take up 
ongoing disputes, such as the hogs-and- 
corn controversy. 


On the matter of nontariff barriers, such as 
health and sanitary regulations that may 
restrict trade, the pact calls for close 
cooperation between regulatory authorities 
in both countries. 





Conditions and Safeguards 

It must be stressed, says Goodloe, that not 
all the “free trade’’ provisions go into ef- 
fect automatically. Some are phased in 
over prearranged time schedules, and 
others only take effect when certain con- 
ditions are met. 


That’s the case with many of the farm trade 
sections of the agreement. 


The elimination of all agricultural tariffs 
within 10 years is a prime example. For 
fresh fruit and vegetables, tariff rates 
scheduled for the 10-year reduction would 
be allowed to “‘snap back’’ to the existing 
rate for a 20-year period, if certain market 
conditions—such as prices and planted 
acreages—come into play. 


But even trimming tariffs gradually, as the 
agreement stipulates, would spur trade in 
many products. 


“Although nontariff trade restrictions are 
the principal obstacle to trade in most 
agricultural products,”” says Goodloe, 
“tariffs are significant barriers for some 
products.” 


She says that U.S. exports of fruits and 
vegetables, vegetable oil, processed eggs, 
poultry, and cigarettes will benefit from 
lower Canadian tariffs, while lower U.S. 
tariffs will permit expanded imports of 
Canadian rapeseed oil and meal, some 
vegetables, and tobacco. Because tariffs 
are higher on more highly processed prod- 
ucts, high-value and processed agricultural 
products will benefit more from tariff reduc- 
tions than will primary agricultural 
products. 


Another instance of conditionality in the 
pact is the provision lifting Canadian import 
licenses for U.S. wheat, barley, oats, and 
products. Here the provision will be 
observed only if U.S. subsidies for these 
commodities are equal to, or less than, 
Canadian subsidies. Also, Canada retains 
the right to reimpose the licenses if U.S. 
subsidy levels exceed Canadian ones. 


“If the licenses are removed, though, there 
would be greater access for U.S. prod- 
ucts,” says Goodloe. “The impact on 
wheat could be very significant given 
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The United States Is Much Larger Than Canada in Population and Most 
Economic Measures, But Has Only a Slight Edge in Agricultural Trade 













CANADA 

Population, 1985 26 million 
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Canada’s two-price wheat system, which 
currently maintains domestic prices above 
world prices. It’s likely that U.S. wheat ex- 
ports would rise if Canadian millers are 
able to buy lower priced U.S. wheat.” 


Protection Against Imbalances 

Should trade become unbalanced, as in 
grain trade, the agreement also allows for 
certain protective measures even if the 
language used in the agreement is very 
diplomatic. 


“Both sides agreed not to impose or reim- 
pose quantitative restrictions on grain as 
long as there are no significant changes in 


grain support programs that would lead to 
a major change in imports from the other 
country,” says Goodloe. 


And both countries will retain their national 
laws regarding measures against ‘‘dump- 
ing’ and subsidized imports. 


“Disputes about the way each nation 
applies its trade remedy laws can be 
appealed to the binational panel,”’ says 
Goodloe, ‘‘but the new mechanism leaves 
U.S. law largely unchanged, allowing the 
United States to continue to apply 
antidumping and countervailing duties 
according to the same principles as in the 
past.”’ 


She adds that other import safeguards will 
remain in effect. 


“Temporary import relief will continue to be 
available to industries injured by import 
competition,” says Goodloe. “During a 
3-year transition period, the lower duties 
resulting from the agreement may be 
suspended if imports from the other coun- 
try are found to cause injury to the 
domestic industry.” 0 


[Based largely on information provided by 
economists Carol Goodloe and Mary Ann 
Normile of the Agriculture and Trade 
Analysis Division, Economic Research 
Service.] 
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It was well worth it, he says. ‘This 
agreement is a step forward, a step 
toward the 21st century.” If fully im- 
plemented, it would allow most prod- 
ucts te be traded between the two 
nations with virtually no more diffi- 
culty than that between North and 
South Dakota, or any other American 
states. 


There are still some hurdies in the 
way of such open trade, however. 


The U.S. Congress and the Cana- 
dian Parliament must both ratify the 


cies, including USDA, that aided in 

the negotiations. 

This monitoring role (and Mayer may 
be called upon to help) will include 

the resolution of differences similar, 


perhaps, to the ones negotiators 
faced at the bargaining table. 


“There was certainly friendship and 
goodwill the majority of the time,” 
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Mayer says, ‘‘but sometimes we 


Over the 16 months of negotiations, 
he says, a sort of shorthand 
developed to describe the stickier 
farm trade issues from the American 


perspective—“hogs-logs-suds- 
spuds.” Translation: exports of 
Canadian hogs, wood and wood 
products, and potatoes to the United 
States, which concern U.S. pro- 
ducers of these commodities, and 
(‘‘suds’’) the near-exclusion of U.S. 
beer and wines from the Canadian 


In the final agreement, “cultural in- 
dustries”—broadly defined as books, 
periodicals, music recordings, and 
video, film, and radio productions— 
are exempt from the accord’s free 
trade provisions. But Canada did 


ucts, and that provides greater ac- 
cess for U.S. wine and liquor exports 
to Canada. Potato trade may be 





Leo Mayer, USDA Deputy Assistant 

Secretary for Economics, was the lead 
negotiator on agricultural issues in the 
U.S.-Canadian trade agreement. 


made smoother, by enhancing the 
current two-way flow, under the pro- 


“it’s a model for the rest of the 
world,” he says. ‘What it potentially 
can do is to further improve our 
standard of living and increase our 
demand for products, not only from 
Canada but from the rest of the 


In specific terms, Mayer says, a free 
trade zone would produce more 
goods, more efficiently, for a larger 
consumer population. Industries on 
both sides of the border can begin 
thinking in terms of some 264 million 
consumers, instead of 238 million 
Americans and 26 million Canadians. 


“We'll see comparative advantages 
drawn out, as they already are in our 
country, but this time on a binational 
basis,”” says Mayer. 

The ‘‘demonstrable effects’’ of the 
U.S.-Canada pact, showing that 
“free trade has a payoff,” may even 
prompt speedier progress in tariff 
reduction negotiations through GATT, 
the global trade talks now under way 
in Geneva, Switzerland. 


And the ultimate benefit for Ameri- 
cans and Canadians joined by free 
trade? 


“In a world that is as precarious as 
the one we live in today,” says 
Mayer, “‘it’s in our interest to have 
the strong ties that freer trade can 
bring.” 











AGRICULTURAL ROUNDUP 


Gleanings 


...on the 1988 supply-demand outlook, farm sector 
financial prospects, and agricultural trade issues. The 
following “‘quote-worthy’’ observations and forecasts are 
excerpted from a few selected presentations at USDA’s 
64th annual Agricultural Outlook Conference, held 
December 1-3 in Washington, D.C. 


Supply-Demand Outlook for Commodities 


“THE 1988 AGRICULTURAL OUTLOOK is highlighted by 
smaller global crop supplies, stronger demand, and higher 
prices. Adverse weather and reduced acreage have cut 
production of several crops. Demand for both crop and 
animal products will benefit from continued economic ex- 
pansion and population growth. Crop prices will respond to 
tightening supplies, while expanded animal product sup- 
plies will pressure prices. 


“To U.S. farmers, this outlook will mean higher crop 
prices and increased marketing receipts from crops, which 
will offset lower receipts from livestock and poultry. Too, 
farm income will continue to be supported by government 
programs, while moderate inflation and a continued 
relatively low level of planted acreage will dampen in- 
creases in production expenses... . 


“The outlook for U.S. wheat in 1987/88 is for about the 
same level of production as a year earlier, lower carry-in 
stocks, a sizable increase in exports, and ending stocks 
possibly slipping to their lowest level since 1981/82... . 
Sharply lower U.S. loan rates under the 1985 Farm Act 
have led to adjustments in several key exporting countries. 
Harvested wheat area is down 5% from 1986/87 in 
Canada and is expected to drop 20% in Australia... . 
Global wheat production in 1987/88 is below consumption 
for the first time since 1980/81... . 


“The global feed grain outlook for 1987/88 includes pros- 
pects for smaller production, expanding use, and a 
drawdown in stocks, especially in the United States... . 
(The 1987 U.S.) corn crop, at a little under 7.2 billion 
bushels, was down almost 1 billion from last year. 
Domestic use of this crop will exceed last season’s high 
level. Corn exports, after jumping 21% last season, could 
rise an additional 10%-15% in the new crop year, thanks 
to expanding world demand (especially in East Asia), lower 
U.S. prices, and reduced supplies in several key exporting 
countries... .’’ James R. Donald, chairperson, World 
Agricultural Outlook Board, USDA. 


Farm Sector Financial Prospects 


“THE OUTLOOK FOR FARM FINANCES is one of 
guarded optimism. . . . Persistent financial stress will con- 
tinue in 1988, especially for highly leveraged grain farms 
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with substantial interest and/or rent expense. There is also 
widespread concern regarding the financial health of a 
sector that is highly dependent upon government supports. 
Nonetheless, it is likely that careful cost management and 
the continuing alleviation of the farm debt crisis will permit 
agriculture to be more cost-competitive in 1988 than was 
the case in the early and mid-1980’s. .. . 


“The financial shape of large numbers of farmers 
strengthened in 1987 and will continue to moderately im- 
prove in 1988... .Farm investors have regained sufficient 
confidence to bid up land prices from 8%-10% during 
1987 in states such as Illinois, lowa, Kansas, and 
Nebraska. .. . The nearly $300 billion decline in land 
values between 1981 and 1986. . . transformed countless 
‘healthy’ farm balance sheets into the status of insol- 
vency.. . .While the return of rapid land value inflation is 
not foreseen, a stablé or moderately strengthening land 
market in the remainder of the 1980’s represents the 
single most critical indicator that the agricultural economy 
has ‘turned the corner’ of its financial crisis... . 


“Nineteen eighty-eight will likely be the fourth consecutive 
year of large decreases in farm debt. The total debt reduc- 
tion of $60 billion in the 1985-88 period illustrates a 
phenomenal ability in the agricultural sector to adjust to 
current business conditions. The large debt reduction has 
come at a great sacrifice on the part of producers and 
also on the part of lenders that have restructured and writ- 
ten off debt. However, the $6-$7 billion annual savings in 
interest associated with debi eduction that has been com- 
pleted since 1985 has become a critically important factor 
to continued income stabilization. . . .’’ Gregory Hanson, 
Richard Kodl, Gary Lucier, and Kenneth Erickson, 
agricultural economists, Economic Research Service. 


Agricultural Trade Issues 


*‘THE URUGUAY ROUND of multilateral (GATT) trade 
negotiations offers a historic opportunity to achieve fun- 
damental reforms that will bring about balanced growth 
and improved agricultural performance... . Very simply, 
the United States is proposing the elimination of all direct 
and indirect subsidies that distort production and trade, 
and the elimination of all import barriers. . ..We have sug- 
gested a 10-year timetable for achieving these goals—but 
it may take 8 years, 12 years, or some other number. The 
length of time is negotiable. It is not our intent that anyone 
suddenly be forced off the farm. Indeed, the reality of the 
situation is that the United States will need time, too, to 
make the necessary adjustments in its agriculture... .. 


“Another major concern about the U.S. proposal involves 
food security. While this is understandable, let us not 
make the mistake of equating food security with self- 
sufficiency. In today’s global agriculture, food security is 
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the ability to obtain the food you need, when you need it. 
This does not mean every nation needs to grow all its food 
supply... .But it does mean we need a rational, global 
agricultural policy—one that encourages nations to chan- 
nel their resources into the most productive endeavors, 
and does not discourage poorer countries from growing 
their own food in competition with the subsidies of 
wealthier countries. True food security in today’s world lies 
in vigorous competition in the international 

marketplace... . 


“‘As we look at the impact of the U.S. proposal on the 
Third World, we must remember that 80% of the world’s 
people live in developing countries. If we in GATT adopt 
trade policies which allow these developing economies to 
grow and expand, we will stimulate tremendous demand 
for all kinds of farm products in the years ahead... .Any 
farmer worried about whether there really is enough 
demand to support a market-oriented world agricuiture 
need only look at the potential of the Third World. It is 
enormous!”’ Secretary of Agriculture Richard E. Lyng. 


‘‘PHILOSOPHICALLY, FARMERS in general have not 
changed their trade outlock. They realize trade expansion 
is important and that to be sound, it must be based on 
competitive advantages. As practical people, most of us 
are skeptical that we personally will see the day when 
most important trade barriers to the sale of our com- 
modities are discarded and foreign government subsidies 
eliminated. But we willingly work to this end and are 
hopeful that the GATT talks will move us firmly in this 
direction. 


“It has long been apparent to us that many participants in 
prior rounds of (trade) negotiations engaged in a form of 
holding action—doing as little as possible to open their 
markets, while seeking to promote market-sharing 
agreements. Unfortunately, this same mind-set continues 
today. We see it particularly within the European Com- 
munity where the current goal continues to be mandated 
market ‘stability’ rather than market liberalization. . . .We 
have no interest in ‘stabilizing’ our export share at $28 
billion. . .. The prime result of any attempt to divide up the 
export ‘pie’ is to create a continually smaller pie as import- 
ing nations find new and ingenious ways to bypass un- 
necessarily high prices .. . .’’ Dean R. Kleckner, president, 
American Farm Bureau Federation. 


“AGRICULTURE IS AT THE CENTER of GATT negotia- 
tions because agricultural policies are creating unsus- 
tainable national budget costs in the U.S., Europe, and 
Japan. Agricultural trade conflicts are threatening the 
Atlantic Alliance, and seriously eroding support of main- 
taining open markets for Japanese goods in the U.S. 
Pressures for reform are increasing throughout the world. 
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The question today is not whether there will be reforms, 
but how they will be developed, how far they will go, and 
how fast they can be implemented. In the U.S., the level 
of farm program costs and the need to reduce the federal 
deficit has put + gg programs on the firing line for 


major spending cuts... .In Europe and Japan, the trade 
conflict with the U.S. in | agriculture has led to ong 
divisions between the farm and industrial sectors - 

Carol Brookins, president, World Perspectives, Inc. 


‘‘THE PRIMARY REASON for the export progress, again, 
has been competitive pricing. We must market the prod- 
ucts that farmers produce, primarily commodities. Price, 
quality, and delivery systems are the key competitive tools. 
The U.S. could not meet the world price until last year and 
lost substantial business. Now we are getting some of it 
back. Predictably, the U.S. is receiving much criticism 
from the rest of the world for meeting world prices. 
However, the U.S. did not get any thanks in the early 
1980’s when we were providing the world price umbrella; 
instead, our competitors increased production, undercut 
U.S. prices, and took our markets. | cannot blame them 

. .We would have reacted the same way if the shoe 
were on the other foot... . 


“The upcoming GATT talks in Geneva represent a great 
opportunity to mutually change agricultural policies by 
phasing down subsidies and price supports. Surely, friends 
can negotiate mutually acceptable policies for producing 
and trading agricultural products in ways that are 
beneficial to all involved. Reduction of price supports and 
trade barriers does not spell disaster for our respective 
farmers. Rather, production will seek a level that provides 
a profit for producers, and greatly expands the demand 
base as countries. . .upgrade their diets... ."” Charles 


“‘Mike”’ Harper, chairman and CEO, ConAgra, Inc. 
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Mixed Uses for Grazing Land 
Can Yield Extra Income 


any cattle producers who have found 

it increasingly difficult to stretch their 
incomes in recent years are looking for 
additional ways to make money. 


In some cases, the answer may be under 
their feet. 


Most grazing land supports wildlife as well 
as livestock, though not necessarily to the 
financial benefit of the landowner. Wildlife 
and recreation represent a potential source 
of additional revenue from grasslands, 
according to economists Ralph Heimlich 
and Linda Langner of USDA’s Economic 
Research Service. Heimlich and Langner 
are among those studying what research- 
ers call “‘multiple uses’’ of grazing lands. 


Such alternative uses were discussed at an 
October 1987 conference in West Virginia, 
sponsored by the Grazing Lands Forum. 
This is a consortium of about 25 organiza- 
tions and government agencies interested 
in management of grazing lands. 


Fees for hunting, fishing, and other wildlife- 
related recreational activities could put 
money in the pockets of some farmers and 
ranchers. Other possible recreational uses 
include camping, hiking, picnicking, and 
horseback riding, plus water sports on 
tracts of land that include streams and 
lakes, Heimlich says. 


Recreation and wildlife are not the only 
types of secondary uses for grazing lands. 
Some income-producing crops, including 
trees, tree nuts, and other forestry-related 
products, can be produced on these lands. 


Millions of Acres 

A lot of land is available. The United States 
(excluding Alaska) has &60 million acres of 
grazing land, three-fourths of which is 
rangeland. (Other types of grazing lands in- 
clude pasture, some woodlands, and some 
cropland.) About 60 percent of U.S. graz- 
ing land is owned privately, 30 percent by 
the federal government, and the rest by 
state and local governments and Indian 
tribes. 


Only 4 million acres (less than 1 percent 
of the nonfederal grazing land in this coun- 
try) are used primarily for wildlife or recrea- 
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Less than 1 percent of 
nonfederal grazing land in 
the United States is used 
primarily for wildlife or 
recreational activities. 


tional activities. About 89 percent of 
nonfederal grazing land is used mainly for 
livestock production, nearly 6 percent is in 
wood production, and 4 percent is idle. 


These figures don’t tell the entire story. 
Although not the primary activity, wildlife- 
related recreation is an important second- 
ary use of some grazing land. With better 
management, more usage of this type 
would be possible, and more revenue for 
landowners could be realized, Heimlich 
says. 


Through much of the 1980’s, many owners 
of grazing lands have been squeezed by 
depressed livestock prices, rising prod’ 'c- 
tion costs, declining land values, and 
reduced borrowing power. USDA econo- 
mists say that “net returns to owned 
inputs’”’ from cow-calf operations in this 
country were negative for the 6 years from 
1981 through 1986. 


The net returns per cow were minus $63.76 
in 1981, minus $74.59 in 1982, minus 
$85.90 in 1983, minus $82.21 in 1984, 
minus $70.63 in 1985, and minus $38.37 
in 1986. Corresponding figures were on the 
plus side during the 3 years before 1981, 
at $18.31, $74.40, and $0.83 per cow. 


Livestock grazing, measured in terms of 
“animal units” being grazed, decreased 16 
percent between 1975 and 1980, Heimlich 
says. A downturn in the cattle cycle, plus 
a shift to more feediot beef production, 
were the key factors in the decreased graz- 
ing requirements. 


Millions Take Part 

For owners of grazing land, the potential 
market of recreational users is enormous 
and varied. Many Americans participate in 
outdoor activities and benefit from the 
wildlife that is produced on grazing lands. 


In 1985 the nation had an estimated 46.6 
million fishermen and 16.7 million hunters, 
according to a survey by the U.S. Fish and 
Wildlife Service. 


Asimilar survey in 1980 found that 66 per- 
cent of hunters hunted deer, 44 percent 
rabbits, 24 percent pheasants, 21 percent 
quail, and 13 percent grouse. (These are 
species that spend at least some time on 
grazing lands.) 


About 30 million Americans were classified 
as “other wildlife recreationists” in 1985. 
These include bird watchers and 
photographers. These ‘‘nonconsumptive”’ 
recreationists aré people who travel away 
from home for the purpose of viewing 
wildlife, according to definitions used in the 
survey. Three-fourths of them make use 
primarily of public lands for this recreation. 


Most hunting, however, occurs on private 
land. In 1980, only 8 percent of hunters 
paid landowners for use of their land, 
according to data from the Fish and Wildlife 
Service. Expansion of fee hunting could 
benefit hunters as well as owners of graz- 
ing lands, and could result in an increased 
supply of wildlife, Langner says. The right 
management practices could result in the 
land supporting more wildlife, which would 
provide increased opportunities for hunters 
as well as more income for landowners. 


Of the roughly 17 million hunters in the 
nation in 1980, 68 percent hunted big 
game, 71 percent small game, and 30 per- 
cent migratory birds. Public lands were 
used by 47 percent of the big-game 
hunters, 33 percent of the small-game 
hunters, and 32 percent of the migratory 
bird hunters. In each case, the majority 
hunted on private land. 


About 620,000 hunters reported paying 
private access fees, and some 935,000 
reported paying for leases. The average 
access fees were $50 to $60 in 1980. The 
average lease cost was $660, including 
some leases on state-owned lands. More 
than two-thirds of the leases were on an 
annual basis, 22 percent seasonal, and a 
few daily. 
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More than half of the lease sites were in 
six states: Texas, Georgia, Louisiana, 
Virginia, Mississippi, and Alabama. 


“We haven't really studied such intangible 
factors as hunters’ attitudes toward fee 
hunting and the quality of the hunting 
experience,” economist Langner says. She 
adds that it is likely that fees will be 
required on more and more government 
land in the future, which should improve 
the prospects for fee hunting on private 
land, as well. ‘““The feasibility of managing 
land for wildlife production is determined 
by the costs and returns to the land- 
owners,” she says. 


Such trends and problems were discussed 
at the Grazing Lands Forum (GLF) con- 
ference last fall. One goal of the meeting 
was to develop an agenda for changing the 
policies, resource management tech- 
niques, and political constraints that act as 
barriers to multiple uses of grazing lands, 
says Heimlich, a member of the conference 
planning committee. 


“One of the biggest barriers to multiple-use 
management may be our tradition of single- 
use management,’”’ Heimlich says. In other 
words, owners are accustomed to the idea 
of using grazing land only for livestock 
production. 


Questions to be answered, Heimlich says, 
include who pays for liability insurance, 
facility improvement, vandalism, and prop- 
erty damage when the public uses private 
land. In many cases, the landowner can- 
not afford to pick up all these costs, 
although cooperative efforts by groups of 
landowners might be feasible. 
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Yet state wildlife and water management 
laws sometimes discourage multiple use, 
and agencies that could provide technical 
assistance lack sufficient staff and funding 
to help all the landowners who might be in- 
terested in getting into multiple use. In ad- 
dition, there is a need for a change in 
lenders’ attitudes toward financing multiple 
uses, participants in the GLF conference 
said. 


Budgets a Limiting Factor 

Heimlich noted that budgets for most 
resource agencies are still allocated for 
single-use management. Also, economic 
returns are generally still greater for com- 
modity uses than for noncommodity uses, 
although returns in many situations and 
locations have decreased. 


The Extension Service, Soil Conservation 
Service, and Forest Service all do some 
work in the area of multiple use of grazing 
lands, Heimlich says. He adds that state 
wildlife resource agencies focus their 
efforts on wildlife but are not integrated with 
the operation of agricultural enterprises. 


“We have seen quite a bit of interest 
expressed by landowners,” simlich says. 
This interest was evident ;_: the 1985 Na- 
tional Range Conference in Oklahoma City, 
he adds. 


Much of the discussion about multiple-use 
management has pertained to public !ands, 
Heimlich and Langner say, because such 
use is mandated by law on most such 
lands. But the economists suggest that 
more of the discussion and planning should 
focus on private lands. 


Such private, nonprofit organizations as the 
Nature Conservancy and the Land Trust 
Exchange have been working, on a small 
scale, to increase access to private grazing 
lands through easements and trust 
arrangements, Heimlich says. The Coor- 
dinated Resource Management Planning 
(CRMP) program is a local, grassroots 
method for discussing and eliminating bar- 
riers to better public land management. 
This gov3rnment program has been used 
experimentally, particularly on public land 
in New Mexico, but is also applicable to 
private land, especially between groups of 
landowners, Heimlich says. 


The usual procedure with a trust is for a 
landowner to donate land to such an 
organization as the Nature Conservancy. 
The donor benefits through relief from in- 
come taxes and inheritance taxes, 
Heimlich says. The Conservancy then 
operates the land as a refuge or passes it 
on to the state or federal government for 
inclusion in a tract of public land. 


Through a “‘life trust,’’ a landowner can 
continue to occupy and use the land until 
death, at which time ownership transfers 
to the Conservancy. Public access to the 
land may be granted for the time period of 
the life trust. Relief from taxes is a benefit 
here, too. 


Occasionally a landowner ‘ight grant an 
easement to allow public travel across 
private land to reach other Conservancy or 
public lands. The landowner would receive 
a fee for granting this right. 


(continued on next page) 











“Frequently, in such experimental pro- 
grams, the various interest groups involved 
have disagreed about goals and methods,”’ 
Heimlich says. Finding ways for these 
groups to work together can be a problem, 
he says. 


“The main question may be who benefits 
and who pays for multiple-use values on 
grazing lands,”’ Heimlich says. Someone 
must pay for the needed management 
improvements. 


“An increased public awareness of possi- 
bie multiple uses of private grazing lands 
is needed,”’ Heimlich says. The public, if 
informed, might encourage landowners to 
open their land for multiple uses and might 
be willing to participate in planning for 
systems of multiple use and in helping pay 
the costs that are now stumbling blocks. 


The Conservation Reserve Program, 
through which the federal government pays 
landowners to remove highly erodible land 
from crop production and put it into grass 
or trees, can be helpful to landowners dur- 
ing a transition from one land use to 
another, Heimlich says. He noted that 
some states have added a ‘‘sweetener’’ to 
CRP payments to get landowners to open 
their land to public use. 


Clean Water Act Has Funds 

Another government program that can be 
helpful in multiple-use efforts is the Clean 
Water Act of 1987. It provides opportunities 
for achieving multiple-use management 
where fish habitat and drinking water sup- 
plies have been polluted by diffuse sources 
that are not easily pinpointed. 


The act authorized up to $400 million for 
cost-sharing on demonstration projects. 
Each state must develop a plan for this pro- 
gram by next August. State water-quality 
agencies are now preparing reports. 


“Some of the nation’s water resources 
have been degraded through grazing and 
other agricultural activities,’’ Heimlich says. 
Grazing livestock can be a particular prob- 
lem in riparian (streamside) locations, 
where animals can break down stream- 
banks and destroy vegetation and wildlife 
habitat. 
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The GLF conference called for demonstra- 
tion projects to show how multiple uses can 
be implemented. And the conference pro- 
posed that ‘‘private landowners should be 
compensated for multiple goods and serv- 
ices they provide, as incentives to adopt 
and continue long-term multiple uses 
systems.”” This compensation might in- 
clude public subsidies. Landowners would 
also benefit from fees for use of their land 
and from increased land values, Heimlich 
says. 


The participants in the conference dis- 
cussed the notion that users of added serv- 
ices and products from grazing lands 
should pay for the additional value, above 
a “minimum stewardship level.’”’ The 
owner or society should pay for restoring 
or maintaining the minimum standard. 


It was suggested that minimum steward- 
ship levels could be determined by a task 
force with representatives from interest 
groups and government agencies. 


The conference participants also sug- 
gested, in their final report, that user in- 
surance pools could be utilized, with funds 
coming from increased license fees. Such 
a pool would make assessments from 
cooperating landowners for a liability 
policy, which should be less expensive 
because it would be a group policy, 
Heimlich says. Another recommendation 
was the use of “‘information brokerages” 
to bring together landowners and users. 
The report also suggested legislation set- 
ting up a system of user fees for public 
lands, where needed. 


One of the problems identified at the con- 
ference is an insufficient transfer of existing 
technology and information to managers of 
grazing land. Some participants said there 
is a particular need to communicate results 
of research to the landowners who can 
actually put those ideas into practice. 


Heimlich says that more research is also 
needed. ‘‘I’d like to see more comprehen- 
sive studies on how to improve range 
resources to benefit livestock as well as 
wildlife.’’ He notes that certain types of 
forage are good for livestock but not 


wildlife, and that food for both must be pro- 
vided in multiple-use areas. 


Surveys have shown that much of the 
nation’s grazing land is in good enough 
condition to support wildlife activities as a 
secondary enterprise, and that better 
management could increase the potential 
returns, Heimlich says. 


The participants in the GLF conference 
proposed “‘an effort to identify multiple-use 
opportunities and benefits, accompanied 
by programs to educate producers, the 
public, and others about these oppor- 
tunities." The conference report also 
Stated: ‘“‘We have to create a national em- 
phasis on multiple-use management, turn- 
ing away from our preoccupation with 
specialization.” 0 

[Based largely on information provided by 
economists Ralph Heimlich and Linda 
Langner of the Resources and Technology 
Division, Economic Research Service.] 
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U.S. -Mideast Food - Crude 
Trade Picks Up Again 


griculture and oil mix in the changing 

politics of the Middle East, combining 
to create an economic connection to the 
United States that seems able to endure 
disagreements, regional conflicts, and 
shifts in alliances and trade patterns. 


In the 1970’s, the agriculture-oil connection 
meant fast-rising oil prices, the Arab OPEC 
oil embargo, and increased Mideast 
demand for American farm products. In the 
United States, the new relationship brought 
demands from some quarters for a ‘‘food 
for crude’’ swap—an exchange of wheat 
for oil. A barrel of oil and a bushel of wheat 
once cost roughly the same, but oil far out- 
stripped the price of wheat as long ago as 
the early 1970's. 


The 1980’s ushered in a very different era. 
The United States was less dependent on 
Mideast oil, world oil supplies were large 
relative to demand, and prices fell. 


At the same time, though, U.S. agricultural 
exports went into a global slump. The 
bushel-for-a-barrel proposals were on the 
way out, soon to be replaced by pressures 
to improve and expand credit programs to 
help revive U.S. sales and counter inroads 
made by our competitors. 


Other changes had occurred too, including 
a revolution in Iran in the late 1970’s—tran 
was previously one of the largest U.S. 
markets in the region—and then, in 1980, 
the outbreak of the Iran-iraq war. 


In a recent briefing session, economist 
John Parker of USDA’s Economic 
Research Service discussed the latest 
developments in the U.S.-Mideast, 
agriculture-oil connection. 


The news is that both U.S. imports of 
Mideast oil and Mideast imports of 
American farm products seem to be on the 
rise again. 


U.S. Buys More Mideast Crude 

Parker estimated that U.S. imports of 
petroleum products from the Middle East 
in 1987 more than doubled in value from 
1986’s $4.5 billion, with striking gains for 
sales by Saudi Arabia and Iran. 
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“Spectacular gains occurred 
in 1987 sales of U.S. grain to 
Iraq, Saudi Arabia, Morocco, 
and Tunisia.” 


In the first nine months of 1987, Iran sold 
the United States about 200,000 barrels of 
crude oil a day. That trade ended in 
October, when the United States clamped 
an embargo on imports of Iranian products 
in the wake of Iran’s attacks on U.S. flag 
oil tankers in the Persian Gulf. Prior to that 
action, however, Iran had hindered trade 
by boycotting U.S. food products beginning 
in 1982. 


Nevertheless, American purchases of 
Mideast oil last year probably reached their 
highest level since 1984, although the 
value was about a third the 1980 peak of 
$30 billion, according to Parker. 


With all the turmoil in the Middle East, and 
the continuing social changes wrought by 


Islamic fundamentalism (which brought 
lran’s leadership to power nearly a decade 
ago), there is always a threat to much of 
the world’s oil, Parker said. 


But, despite the well-publicized attacks on 
oil pumping and refining facilities in Iraq, 
Iran, and Kuwait, Mideast oil continues to 
flow. The region has continued pumping as 
much oil as before, and the two com- 
batants have increased their output. 


Looking to the future, Parker said that, in 
the 1990’s, concern about Middle East oil 
may return once more to price, rather than 


supply. 


“While price hikes seem unlikely now, the 
setting may be very different after 1990,” 
he said. “In 1987, use of crude oil in the 
major industrialized countries rose an 
estimated 2 percent, ending a 5-year 
downward trend tied to energy conserva- 
tion measures.” 


Mideast Buys More U.S. Food 
Whatever happens on the oil side of the 
equation, the developments are almost cer- 


U.S. Agricultural Exports to the Mideast and North Africa 
Have Increased, Though Not to Previous Peak Levels 
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tain to affect the region’s imports, which 
depend heavily on oil revenues. Yet Parker 
pointed mainly to other factors, such as 
American credit programs and the Iran-Iraq 
war, to explain the recent turnaround in 
U.S. sales. 


U.S. farm exports to the Mideast and North 
Africa increased one-sixth in 1987 to about 
$3 billion, despite sharply lower prices for 
grains. Credit sales, particularly, picked up. 


“Spectacular gains occurred in 1987 sales 
of U.S. grain to Iraq, Saudi Arabia, Mo- 
rocco, and Tunisia,” Parker said. These 
gains came through the Export Enhance- 
ment Program (EEP), which enables U.S. 
exporters to offer discounted prices to 
targeted markets because of bonus 
commodities received from the U.S. 
government. 


Parker projected that higher prices for most 
farm products should boost the value of 
U.S. farm exports to the Mideast and North 
Africa during 1988, possibly to $3.6 billion. 


These projections, however—and the 
much broader issue of American relations 
with the area—rest on the uncertainty of 
political, economic, and even social 
change in the region. The overriding uncer- 
tainty, perhaps, is the Iran-Iraq war, which 
has gone on for 7 years now and still 
threatens to create a wider conflict. 


An early casualty of the war was Iraq’s 
economy. Declining oil prices, combined 
with the crippling costs of waging war 
against the larger nation of Iran, have all 
but wiped out the nation’s foreign 
exchange reserves, said Parker. 


And in 1987, Iraq suffered severe food 
shortages, at least partly because 
agricultural production declined. “This 
means that Iraq needs U.S. products to 
ease shortages,” he said. 


“Exports of U.S. corn to Iraq were up more 
than a third in 1987 to over 400,000 tons,”’ 
Parker said, ‘‘and they purchased 100,000 
tons of U.S. barley after no barley pur- 
chases in 1986, as their grain harvest 
declined sharply due to drought.” 
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Moreover, he said, ‘‘efforts to cope with 
meat shortages in Iraq have contributed to 
a recent hike in U.S. sales of feed and 
poultry meat.’’ Under EEP, 70,000 tons of 
frozen poultry was sold to Iraq in fiscal 
1987. Sales in 1988 are expected to remain 
at about the same level. 


Iraq was a top market in 1987 for U.S. rice 
(an estimated $122 million), sugar (an 
estimated $29 million), and a major new 
market for tobacco, with shipments in 1987 
rising to more than double the 2,500 tons 
of the previous year. 


Total U.S. agricultural exports to Iraq may 
soon approach $1 billion, said Parker, 
pointing to recent announcements of $915 
million in guaranteed credit to Iraq in fiscal 
1988 for the purchase of U.S. agricultural 
products, as well as scheduled sales of 
dairy products through other programs. 


Economic Troubles Elsewhere 

Economic troubles in the region are not all 
related to the war, or confined to the com- 
batants. They even extend to Saudi Arabia, 
a prime actor in Mideast affairs and the 
largest U.S. supplier of oil in the region. 


“In 1986, Saudi Arabia experienced its 
worst balance of payments deficit, as 
export earnings declined a fourth to $21 
billion and imports remained at $29 billion,” 
Parker said. ‘“‘Only 6 years ago, the coun- 
try had a $78 billion trade surplus.” 


Internally, the Saudis are being squeezed 
by generous subsidies. 


“Expenditures for subsidies in agriculture 
alone cost Saudi Arabia $4 billion each 
year,” he said. “‘When all of its other 
elaborate subsidies and extensive welfare 
programs are added up, they cost about 
$13 billion a year.”’ 


Saudi Arabia was once a large wheat 
importer, but a drive toward increased 
self-sufficiency has transformed it into a 
million-ton-a-year exporter of wheat. 
However, most is either given away or sold 
below world market prices. 


“Although it has reduced the procurement 
price, the Saudi government still pays one 
of the highest such prices in the worid to 





its producers, $533 per ton,”’ said Parker. 
‘Besides unusually high producer prices, 
Saudi farmers are enticed by easy credit 
and real estate wealth. Farmers and inves- 
tors who cultivate wheat on public lands get 
a deed to the land after 5 years.” 


Saudi Arabia could boost revenues by 
pumping more oil, but that would probably 
further undermine oil prices. 


“Saudi Arabian officials have reduced oil 
output from 5 million to 4 million barrels per 
day to shore up prices,’’ Parker said. 
“Without the Saudi reduction, maintaining 
a price of over $18 per barrel may have 
been difficult.”’ 


Partly because of these problems, the 
Saudis are also on the lookout for credit 
and special terms in agricultural trade. 


“The Export Enhancement Program pro- 
pelied U.S. barley exports from only 42,283 
tons in 1985 to 1.2 million tons in 1986 and 
double that volume in 1987, for a value of 
about $197 million,”’ he said. 


Other promotion initiatives paid off, too. 
The Targeted Export Assistance 
program—through which the U.S. govern- 
ment provides matching funds to trade 
associations to promote American farm 
exports—contributed to the 44-percent 
rise, to almost 12,000 tons, in U.S. sales 
of apples to Saudi Arabia during fiscal 
1987. Shipments in late 1987 probably 
pushed that figure much higher, Parker 
said. 


Also, U.S. exports of citrus fruits nearly 
tripled from a small base to about $1 million 
in 1987. ‘‘And sales of flavorings tripled 
and surpassed $6 million as soft drink out- 
put expanded,”’ added Parker. 0 


[Based primarily on information provided by 
economist John Parker of the Agriculture 
and Trade Analysis Division, Economic 
Research Service.] 
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Export Value Increased by an 
Estimated $1.6 Billion, and 
Our Ag Trade Surplus Widened 
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Was Our Largest Regional Market 
FY87 US. 
ag exports 
by region 
$ millions 

Western Europe 7,204 

Japan 5,553 

Other Asia’ 4773 

Latin America 3,764 

Africa & Mideast 3,448 

Canada & Oceania? 2,017 

USSR & East Europe 1,112 

Total 27,871 

. . Latin America Was Our Largest 

Supplier of Agricultural Imports 
FY87 US. 
ag imports 
by region 
$ millions 

Latin America 7,576 

Western Europe 4,593 

Canada & Oceania? 3,944 

Other Asia' 2,732 

Africa & Mideast 1,204 

USSR & East Europe 370 

Japan 224 

Total 20,643 

. . And the U.S. Maintained an Ag 

Trade Surplus with Most Regions 

FY87 US. ag 
trade balance 
by region 
$ millions 

Japan 5,329 

Western Europe 2,611 

Africa & Mideast 2,244 

Other Asia’ 2,041 

USSR & East Europe 742 

Canada & Oceania? -1,927 

Latin America -3,812 

Total 7,228 
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‘Excludes Japan. 7Oceania includes 
Australia, New Zealand, and other Pacific 
islands. 














Though Well Below Past Peaks, 
U.S. Export Value Was Up to 
Nearly All Regions in Fiscal 1987 
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Export Volume Jumped About 
20 Million Tons After Six Straight 
Years of Decline 
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Coarse Grains Export 
Volume Climbed More Than 
11 Million Tons 
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